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Securities and Exchange Commission § 240.15c2–5

have been deemed adequate by the
Commission for the protection of in-
vestors.

(Secs. 8, 15, 48 Stat. 888, 895, sec. 2, 52 Stat.
1075; 15 U.S.C. 78b. 78o)

CROSS REFERENCE: For interpretative re-
leases applicable to § 240.15c2–1, see Nos. 2690
and 2822 in tabulation, part 241 of this chap-
ter.

[13 FR 8205, Dec. 22, 1948, as amended at 31
FR 7741, June 1, 1966; 37 FR 73, Jan. 5, 1972; 63
FR 59397, Nov. 3, 1998]

§ 240.15c2–3 [Reserved]

§ 240.15c2–4 Transmission or mainte-
nance of payments received in con-
nection with underwritings.

It shall constitute a ‘‘fraudulent, de-
ceptive, or manipulative act or prac-
tice’’ as used in section 15(c)(2) of the
Act, for any broker, dealer or munic-
ipal securities dealer participating in
any distribution of securities, other
than a firm-commitment underwriting,
to accept any part of the sale price of
any security being distributed unless:

(a) The money or other consideration
received is promptly transmitted to
the persons entitled thereto; or

(b) If the distribution is being made
on an ‘‘all-or-none’’ basis, or on any
other basis which contemplates that
payment is not to be made to the per-
son on whose behalf the distribution is
being made until some further event or
contingency occurs, (1) the money or
other consideration received is prompt-
ly deposited in a separate bank ac-
count, as agent or trustee for the per-
sons who have the beneficial interests
therein, until the appropriate event or
contingency has occurred, and then the
funds are promptly transmitted or re-
turned to the persons entitled thereto,
or (2) all such funds are promptly
transmitted to a bank which has
agreed in writing to hold all such funds
in escrow for the persons who have the
beneficial interests therein and to
transmit or return such funds directly
to the persons entitled thereto when
the appropriate event or contingency
has occurred.

[41 FR 22826, June 7, 1976]

§ 240.15c2–5 Disclosure and other re-
quirements when extending or ar-
ranging credit in certain trans-
actions.

(a) It shall constitute a ‘‘fraudulent,
deceptive, or manipulative act or prac-
tice’’ as used in section 15(c)(2) of the
Act for any broker or dealer to offer or
sell any security to, or to attempt to
induce the purchase of any security by,
any person, in connection with which
such broker or dealer directly or indi-
rectly offers to extend any credit to or
to arrange any loan for such person, or
extends to or participates in arranging
any loan for such person, unless such
broker or dealer, before any purchase,
loan or other related element of the
transaction is entered into:

(1) Delivers to such person a written
statement setting forth the exact na-
ture and extent of (i) such person’s ob-
ligations under the particular loan ar-
rangement, including among other
things, the specific charges which such
person will incur under such loan in
each period during which the loan may
continue or be extended, (ii) the risks
and disadvantages which such person
will incur in the entire transaction, in-
cluding the loan arrangement, (iii) all
commissions, discounts, and other re-
muneration received and to be received
in connection with the entire trans-
action including the loan arrangment,
by the broker or dealer, by any person
controlling, controlled by, or under
common control with the broker or
dealer, and by any other person partici-
pating in the transaction; Provided,
however, That the broker or dealer
shall be deemed to be in compliance
with this paragraph if the customer,
before any purchase, loan, or other re-
lated element of the transaction is en-
tered into in a manner legally binding
upon the customer, receives a state-
ment from the lender, or receives a
prospectus or offering circular from the
broker or dealer, which statement, pro-
spectus or offering circular contains
the information required by this para-
graph; and

(2) Obtains from such person informa-
tion concerning his financial situation
and needs, reasonably determines that
the entire transaction, including the
loan arrangement, is suitable for such
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